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NOMI NDICATOR 
(in millions of U.S. dollars unless otherwise noted) 


‘ 1988 1989 1990 


Population (millions) 6.9 7.1 7.3 
Population growth (%) 2.5 a9 2.5 
GDP in current dollars 2455 

GDP per capita, cur. dollars 356 

GDP const. prices (% change) 6.0 

Consumer prices (% change) 26.3 

Passbook savings rates (%) 12.0 


Government Finances 
National budget 618 
Gross reserves 43.1 
Off. reserves (months of imps.) 1.2 
Money supply (% change) 34.4 
Gross dom. investment (% of GDP) 16.5 
Gross dom. savings (% of GDP) 5.6 


Pp 
Exports, FOB 622 
Imports, CIF 605 
Trade balance 17 
Current account balance -209 
Overall balance -139 
Foreign debt (year end) 2075 
Debt service 125 
Debt service ratio (%, actual) 30.2 
Avg. exchange rate (#GF=US1$) 474 


T 
exports (FAS) 34.7 
imports (CIF) 139.3 
trade balance -94.6 
share of Guin. exports (%) 22.4 
share of Guin. imports ($%) 5.4 
bilateral aid 20.1 
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1) U.S. Census Bureau figures. 

2) International Monetary Fund Statistical Annex - Guinea, 
October 1991. 

3) Government of Guinea. 





SUMMARY 


Guinea's economic performance was restrained in 1988-90; although 
by the end of 1990, the Government of Guinea had regained momentum 
for its structural adjustment reforms to promote private 
enterprise and reduce the role of the state. Reform of Guinea's 
civil service, the privatization of state enterprises, and 
improvements in public finance management continued in 1991. Real 
Gross Domestic Product (GDP) growth was 4.1 percent in 1989 and 
4.3 percent in 1990. In 1991 real GDP growth is estimated at 4.0 
percent; it is projected to increase to rates of 5.0 and 5.5 
percent in 1992 and 1993, respectively. Economic growth in recent 
years has come mostly from the response of agriculture to price 
incentives, the diversification and expansion of the mining 
sector, expanded public works programs, and an expansion in 
commercial activity. Inflation was high at 27.1 percent in 1990, 
compared with 26.0 percent in 1989 and 26.3 percent in 1988. 

There is concern that increases in civil service and other 
salaries in 1991, without accompanying increases in production, 
will cause inflation levels to rise even faster. 


Endowed with enormous. natural resources, Guinea remains very 
underdeveloped. Transportation, communications, and industrial 
infrastructure are improving, but do not yet meet demand. Trained 


managerial and technical personnel are lacking and labor 
productivity is low. To support development and economic reform, 
foreign donors gave over $185 million in 1990. 


M TI T 


: About 80 percent of Guineans rely on subsistence 
agriculture for a living. Guinea's free market policies have led 
to growth in agricultural production; output is expected to grow 
3.4 percent in 1991. Guinea has not yet reached its full 
agricultural potential. About 75 percent of the country's arable 
land is not under cultivation. Guinean farmers do not yet have 
access to sufficient credit or agricultural technology to ensure 
food self-sufficiency. 


: The World Bank estimates that Guinea's annual ocean 
fisheries potential exceeds 200,000 metric tons. Many of the 
species found in Guinean waters, which are among the richest in 
West Africa, are of high commercial value. Guinea's artisanal 
fishermen catch only about one-eighth of the estimated potential 
yield. The Guinean Government is committed to improving 
surveillance of coastal waters and to enforcement of industrial 
fishing agreements with foreign partners. Overfishing by several 
foreign commercial fleets has become a threat. 


Industry and Mining: Mining, particularly of bauxite and 
diamonds, contributes more than 90 percent of total exports and 
over 80 percent of government revenues. Due primarily to adverse 
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trends in the international bauxite and alumina markets, the World 
Bank predicts a 24 percent cumulative deterioration of Guinea's 
terms of trade from 1986 through 1993. Guinea has one large-scale 
diamond operation. Industrial gold mining began in 1988. 
Significant amounts of gold and diamonds are mined clandestinely. 


The Compagnie des Bauxites de Guinee (CBG) exploits high-grade 
deposits near Boke in northwestern Guinea. CBG is a joint venture 
between the Guinean Government (49 percent) and HALCO Mining, 

Inc. HALCO's shareholders are Alcoa, Alcan, Aluminia, Pechiney, 
Billiton, Vereinigte Aluminum-Werke, Commonwealth Aluminum, and 
Reynolds. Annual production capacity is over 12 million tons, 
most of which is sold to HALCO shareholder companies on long-term 
contracts. 


The Guinean Government also owns 49 percent of Friguia, a bauxite 
mining and alumina refining company in Fria, jointly owned by 
FRIALCO, a consortium which includes Noranda, Pechiney, British 
Aluminum, Alusuisse, and Vereingte Aluminum-Werke. Annual 
production capacity at Friguia is 700,000 tons of alumina, most of 
which is sold to FRIALCO partners. Due to loans received in 
recent years from the European Community SYSMIN program and the 
European Investment Bank for upgrading facilities, Friguia's 


production has begun to improve, and the operation has become more 
profitable. 


The Kindia bauxite deposits are mined by Office des Bauxites de 
Kindia (OBK), a Guinean state company financed with Soviet loans. 
Annual production capacity at OBK is estimated to be 3 million 
metric tons. Almost all of OBK's bauxite is exported to the 
Soviet Union: 56 percent of export proceeds are for Guinea's debt 
repayment, and 44 percent are for purchase of goods and services 
from the Soviet Union. The Government of Guinea is seeking to 
privatize OBK and to receive hard currency for its exports. 


Industrial mining of diamonds is carried out near Banankoro by 
Aredor, a company equally owned by the Guinean Government and 
Aredor Holdings, Ltd., an Australian company whose shareholders 
are Bridge Oil Ltd., Bankers Trust (Australia) Ltd., and Simonius 
Vischer. Production is 150,000-200,000 carats annually, 93 
percent of which are gem quality. Diamonds are second to bauxite 
and its derivatives as Guinea's most important source of income. 
Aredor suspended a gold recovery program in November 1988 due to 
lower-than-expected grade ore at the present site. 


Aurifere de Guinee (AUG), previously known as the Societe Aurifere 
de Guinee (SAG), was set up in 1985 to mine gold industrially near 
Siguiri. The company, a joint venture operated by Union Miniere 
of Belgium, produces about 1.4 metric tons of gold per year. 


Gold and diamonds are also mined by artisans on a relatively small 
scale and traditionally sold clandestinely. To capture some of 
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the foreign exchange earned from gold sales, the Central Bank of 
Guinea has authorized commercial banks to purchase gold on its 
behalf from sellers who can remain anonymous. Banks can pay up to 
50 percent of the selling price in hard currency. The opening of 
commercial bank branch offices in towns throughout the interior of 
Guinea in 1987 has facilitated the government's revenue collection 
from the proceeds of gold sales. 


The Guinean Government's hopes to develop with Liberia the rich 
iron ore deposits on the Guinean side of the border at Mount 
Nimba, dampened in 1990 by drawn-out negotiations, slack 
international market divisions, lack of financing, and ecological 
concerns, were dashed by the Liberian civil war. 


Manufacturing in Guinea accounted for 2 percent of GDP in 1990. 
The Guinean Government has sought foreign investment in 
manufacturing as part of the privatization of many state-owned 
industries. Shortage of trained managers, unreliable supplies of 
Spare parts, fuel, water, electricity and raw materials, and 
continued governmental administrative bottlenecks have hindered 
the development of manufacturing in Guinea. Another constraint is 
the limited absorptive capacity of the Guinean economy to absorb 
Western technology. Moreover,the Guinea marketplace is actually 
comprised of five or six regional markets, separated by bad roads 
and characterized by distinct patterns of foreign trade and 
migrant labor. Nevertheless, there have been some notable success 
stories in Guinea, such as a cement factory, a brewery, a soft 
drink factory, and a cigarette factory. 


Money and Banking: The official exchange rate for Guinea's 
currency, the Guinea franc (GF), is set weekly by auction at the 
Central Bank of Guinea. An unauthorized parallel market for 
foreign currency exists as well, but the gap between the official 
and parallel market has remained moderate. The import and export 
of Guinean francs are prohibited. 


Guinea's commercial banking system, restructured in 1985 and 1986, 
has been an essential element in promoting trade and potential 
investment. The largest bank opened branch offices outside the 
Capital for the first time in 1987. However, acceptance of modern 
banking has been slow. Further, given the proportional 
transaction cost, the small size of deposits and loans in the 
rural economy have not enticed the banks to increase their 
presence outside Conakry. Altogether five commercial banks now 
operate in Guinea. 


Restrictions remain on the export of capital by Guinean nationals 
and foreign investors in Guinea. In 1990, the government required 
importers at the time of requesting import authorization to 

deposit in Guinean francs with the Central Bank the equivalent of 


the foreign exchange value of the import plus the customs duties 
owed. 





a G- 


The banking system has encountered serious profitability 
problems. These have been caused by a high loan default rate, and 
a disinclination by potential customers to establish savings 


accounts when the currency is depreciating and the savings rates 
do not exceed inflation levels. 


Trade and Payments: In 1990, Guinea remained extremely dependent 
on mining exports for government revenue and for foreign exchange 
earnings. Guinea's principal markets are the countries of the 
mining venture participants: the United States, Canada, France, 
Germany, Norway, the United Kingdom, and the Soviet Union. Spain, 
Ireland, Italy, and Cameroon are also important customers. 

Foreign donors are working with Guinea to diversify exports, 
particularly in fisheries and agriculture. Pineapples, mangoes, 
and coffee are considered to have good export potential. 


Guinea's most important imports are foodstuffs, fuel, textile 
fabrics, used and new clothing, mining machinery, transportation 
equipment, construction materials, and spare parts. Guinea's main 
supplier, France, accounts for about 35 percent of total imports. 
In 1990, the United States accounted for 6.2 percent ($42.9 
million). In 1991, the U.S. market share will increase as trade 


statistics through September show a 75 percent increase in U.S. 
export sales to Guinea. 


As a result of a decline in export earnings from bauxite, 
increased public and private sector imports, and increased 
interest payments on external public debt, the International 
Monetary Fund is predicting a cumulative current account deficit 
of $716 million over the 1991-94 period. A residual financing gap 


is expected to be filled through rescheduling arrangements with 
official bilateral creditors. 


External Debt: By mid-1991, Guinea's medium- and long-term debt 
was over $2 billion. The bulk of the debt is contracted on 
concessional terms. Approximately one-quarter of the debt 
represents loans from the Soviet Union, one quarter from other 
donors outside the Paris Club of Western donor nations, one third 
from Paris Club donors, and one fifth from multilateral financial 
institutions, primarily the World Bank and African Development 
Bank. Guinea is expected to reschedule its external debt with the 


Paris Club in 1992. Guinea has pursued its refinancing efforts 
with other creditors as well. 


Development Assistance: Guinea has become a favored recipient of 
development assistance grants and loans in recent years. Foreign 
donors provided $185 million in 1990 and increased aid levels are 
likely in 1991 and 1992 based on funds earmarked for Guinea by 
international financial institutions. The United States' 


development assistance program now dispenses about $40 million 
annually. 
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IMPLICATIONS FOR THE UNITED STATES AND AMERICAN BUSINESS 


The Guinean Government's efforts to continue structural economic 
reform and to streamline and improve its public administration 
should have a significant impact on the country's growth and 
development. There is strong interest in U.S. goods, services, 
and technology which should facilitate the continued growth of 
trade and investment opportunities with the United States. 
Business contacts between Guinea and this country are increasing 
with a growing number of Guineans and Americans participating in 


commercial exchanges. The recent trade expansion is an outcome of 
these developments. 


Trade: Guinea imports much of its food. The bulk of these 
imports are rice, flour, oil, and sugar. Recently, American 
supermarket goods have become popular in Conakry. Canned and 
dried goods have the widest appeal. Mining companies import large 
amounts of heavy equipment and supplies for their operations. 
Private Guinean traders can now import goods freely, except for 
petroleum and pharmaceutical products -- in those areas, the 
government retains a monopoly. 


U.S. exporters are urged to insist on a confirmed, irrevocable 
letter of credit before shipping products to Guinea. They should 
also be aware of a Guinean Government requirement necessitating 


preshipment inspection of cargoes worth over $5,000 destined for 
Guinea by either Bureau Veritas or SGS Control Services. This 


service is paid for by a charge of 0.5 percent of the FOB price of 
the merchandise, paid by the importer. 


: The most dynamic sector for potential investment is 
public works projects funded by multilateral donor organizations. 
In addition, agriculture will benefit from gradual reconstruction 
of Guinea's transportation infrastructure. Guinea qualifies for 

U.S. Overseas Private Investment Corporation (OPIC) programs. 


Increased investment opportunities are also expected from the 
continuing divestiture of public enterprises. Some of these 
companies may have a profit potential. Guinea was among the first 
African countries to begin a privatization program and has 
divested dozens of its state-owned enterprises, including the 
state oil company. Major parastatals now scheduled for 
privatization include the national telecommunications company, the 
national electricity company, Air Guinea, and the large 
Independence Hotel in the capital city of Conakry. 


Outside the mining enclaves, the absence of reliable 
transportation, communication, and infrastructure in Guinea and 
the lack of highly skilled managers are constaints which potential 
investors must take into account. Guinea is also rebuilding its 
legal and administrative institutions. The absence of a legal 
land tenure, ownership, and title system in Guinea complicates 
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investor acquisition of rights to land. Potential investors must 
realize that the general weakness of the Guinean legal and 
administrative systems can lead to ad hoc arrangements not based 
on merit. 


Ability to conduct business affairs in French is of key importance 
in Guinea. U.S. business will continue to face stiff competition 
from French and other European suppliers who have historical, 
linguistic, and cultural links to Africa. Business people should 
be prepared to spend long periods of time in Guinea, to get to 
know people in order to be effective. Patience, persistence, and 
above all personal contacts are indispensible. 


Any U.S. firm seeking to export to Guinea or needing information 
on Guinean economic policies, investment laws, and customs 
regulations should contact the U.S. Department of Commerce, Office 
of Africa, Guinea Desk, tel. (202) 377-4388; the Guinean Embassy 
in Washington, D.C., tel. (202) 483-9420; and the 
Economic/Commercial Officer, American Embassy, B.P. 603, Conakry, 
Guinea, tel. (224) 40-15-20 thru 24. 





